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U.S. General Accounting Office (gao) Recommends Global
Regulation Of Financial Markets
by John Neagle
Category/Department:  General
Published:  Tuesday, December 6, 1988
In a report released Nov. 21 by the GAO, President- elect George Bush is urged to assume the
lead in negotiating consistent regulatory policies for global financial markets. Next, the new
administration is called on to create a framework for coordinating actions by regulatory agencies
in the event stock markets crash as they did in October 1987. According to the GAO, another such
crisis could begin anywhere in the world and could again affect all markets. "The goals we should
seek consistency of objectives for regulation and improved crisis management are clear, even if
the precise steps needed to achieve those goals are less certain," said the report. The report also
recommends that the federal government supply an estimated $500 million to quickly close down
about 500 insolvent savings and loan associations. The report points out that another 500 of the
approximately 3,000 thrift institutions in the US are nearly insolvent, with liabilities nearly equal
to their assets. It added that the "problem is too large and the industry is too weak" to resolve
the crisis without substantial government intervention. The Federal Savings and Loan Insurance
Corporation (FSLIC) and the Congress had hoped the insolvent thrift institutions could resolve their
own problems. According to the report, this "forbearance has failed. For the most part, it simply
delayed the inevitable while adding to the eventual costs."
-- End --
